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A DEGREE OF PRACTICAL WISDOM: 
THE RATIO OF EDUCATIONAL DEBT TO INCOME AS A 
BASIC MEASUREMENT OF LAW SCHOOL GRADUATES’ 
ECONOMIC VIABILITY 
Jim Chen† 
Some people, short of money, have set upon new paths and 
saddled themselves with new debts.  For the need to make a living is 
the root of all education.1 
The new gospel of higher education in America is return on 
investment.  Why do most students attend law school?  We know 
the standard answers.  Most of us have written them: To advance 
justice. To serve the underprivileged. To right wrongs and ensure peace.  
Most students, however, are motivated—at least partially and often 
substantially—by something else.  They attend law school in order 
to make more money. 
The need to deliver returns on students’ educational 
investment is at its apex in applied fields such as law.2  Legal 
education’s principal product, the degree of juris doctor, serves 
primarily as a career-building credential for students who buy it.  
Law attracts students to the extent that it promises them a way to 
sustain themselves.  To put the point sharply, law schools sell a 
product that students will buy only to the extent that they can make 
a decent living with it.  The J.D. is a degree of practical wisdom, 
and legal education should evaluate itself according to the extent 
to which law schools prepare their students, financially and 
intellectually, for lifelong careers. 
 
       †   Dean and Professor of Law, University of Louisville.  L. Joseph Tackett 
provided capable research assistance.  Special thanks to Heather Elaine Worland 
Chen. 
 1. Cf. 1 Timothy 6:10. 
 2. See Jim Chen, Truth and Beauty: A Legal Translation, 41 U. TOL. L. REV. 261, 
262 (2010) (describing law as an applied discipline, in contrast with “pure” 
sciences such as mathematics and physics). 
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Law schools must deliver quantifiable, material benefit to their 
students.  At the very point of balance between intellectual rigor 
and practical wisdom lies the fulcrum of truth and beauty in legal 
education.3  Tuition paid by students hoping to become lawyers 
represents the primary source of funding for American legal 
education.4  Like most of our counterparts in the American 
academy, however, law school deans and professors ordinarily do 
not evaluate their collective enterprise in terms of value realized by 
their students.5  Even as the cost of attending law school has 
increased, law school graduates’ job prospects have not kept pace.6  
In recruiting new students, law schools rarely if ever address this 
economic reality.7  Whether that failing arises from blissful 
ignorance, complacency, or willful disregard is ultimately a matter 
of moral judgment.  For its part, in its ongoing review of the 
American Bar Association as the accrediting agency for law schools, 
the U.S. Department of Education has exposed the legal academy 
and the legal profession’s failure to address student indebtedness 
 
 3. See id. at 264–66. 
 4. A glance at the most richly endowed institutions of higher education 
offers a hint at the degree to which American law schools and their host 
universities depend on tuition.  Harvard College, perhaps the wealthiest 
undergraduate division in the United States, has historically drawn no more than 
half of its annual budget from distributions from the Harvard Corporation.  See 
John Lauerman, Harvard College’s Faculty to Cut Budget 19 Percent in 2 Years, 
BLOOMBERG, Apr. 15, 2009, http://www.bloomberg.com/apps/news?pid 
=newsarchive&sid=atwyPj1i9.xE&refer=home. 
 5. See Cecilia Capuzzi Simon, R.O.I., N.Y. TIMES, July 24, 2011, 
http://www.nytimes.com/2011/07/24/education/edlife/edl-24roi t.html 
?pagewanted=all. 
 6. See, e.g., Catherine Ho, ABA Faces Scrutiny as Job Prospects, Debt Levels for Law 
School Grads Worsen, WASH. POST, July 24, 2011, http://www.washingtonpost.com 
/business/capitalbusiness/aba-faces-scrutiny-as-job-prospects-debt-levels-for-law-
school-grads-worsen/2011/07/21/gIQAjDJ3WI_story.html; Nathan Koppel, Bar 
Raised for Law-Grad Jobs, WALL ST. J., May 5, 2010, 
http://online.wsj.com/article/SB1000142405274870486620457522435091771844
6.html; David Segal, Is Law School a Losing Game?, N.Y. TIMES, Jan. 9, 2011, 
http://www.nytimes.com/2011/01/09/business/09law.html?pagewanted=all. 
 7. See David Segal, Law School Economics: Ka-Ching!, N.Y. TIMES, July 17, 2011, 
http://www.nytimes.com/2011/07/17/business/law-school-economics-job-market 
-weakens-tuition-rises.html?pagewanted=all (“Legal diplomas have such allure that 
law schools have been able to jack up tuition four times faster than the soaring 
cost of college.”); cf. ABA STANDARDS & RULES OF PROCEDURE FOR APPROVAL OF LAW 
SCH. Standard 509 (2011–2012), available at http://www.americanbar.org/content 
/dam/aba/publications/misc/legal_education/Standards/2011_2012_aba_stand
ards_chapter5.authcheckdam.pdf (requiring ABA-approved law schools to provide 
“basic consumer information. . . . in a fair and accurate manner reflective of actual 
practice”). 
2
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and the risk of default on law school loans.8  That review process 
may in time attach serious legal consequences to a moral 
shortcoming.  Whatever may flow from our collective lack of 
attention to the economic value of law school attendance, the first 
practical step toward remedying this state of affairs lies in 
developing a workable framework for measuring return on 
investment in legal education. 
This article takes the first step toward evaluating the benefit of 
legal education in economic terms.  I will assess the immediate 
viability of a student’s decision to borrow money in order to attend 
law school.  Higher education anywhere represents an investment 
in human capital.  In the United States, that investment is often 
leveraged.  Unlike many of its counterparts among developed 
countries, the United States does not cover the costs of 
postsecondary education for its residents.  Even publicly chartered 
institutions often charge tuition beyond the immediate ability of 
most students and their families to pay from cash on hand.9  The 
practice of borrowing for college or graduate education is so 
thoroughly ingrained in American culture that no evaluation of 
return on educational investment in this country can afford to 
ignore educational debt.  Indeed, this article measures the 
economic benefits of education according to the relationship 
between indebtedness incurred by students and the marginal 
income produced as a result of that debt.  I shall proceed on the 
assumption that most American students’ investments in their own 
education consist of some combination of equity (typically of the 
“sweat” variety) and debt. 
Comparisons of indebtedness to income (or some other 
measure of economic productivity) abound throughout economics.  
For individuals, firms, and entire nations, the ratio of debt to 
income serves as a measure of economic stability.  Global financial 
markets assign credit ratings on sovereign debt according to the 
 
 8. See Ho, supra note 6; cf. Katherine Mangan, Law Schools on the Defensive over 
Job-Placement Data, CHRON. HIGHER EDUC., Oct. 16, 2011, at A16. 
 9. Lack of immediate financial liquidity provides indirect evidence of the 
inability of most students and their families to pay for college from cash on hand.  
Half of all American households, and twenty-five percent of American households 
with an annual income between $100,000 and $150,000, would “probably” or 
“certainly” be unable to gather $2,000 in cash, even with thirty days notice.  See 
ANNAMARIA LUSARDI, DANIEL SCHNEIDER & PETER TUFANO, FINANCIALLY FRAGILE 
HOUSEHOLDS: EVIDENCE AND IMPLICATIONS, BROOKINGS PAPERS ON ECONOMIC 
ACTIVITY 10 (2011). 
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ratio of national indebtedness to gross domestic product.  
Economists “often use the debt-GDP ratio, the government’s debt 
as a percentage of GDP,” to “assess the ability of governments to 
pay their debt.”10  In a country where “the government’s debt grows 
more slowly than GDP, the burden of paying that debt is actually 
falling compared with the government’s potential tax revenue.”11  
In corporate finance, debt ratios, such as that of debt to equity or 
of debt to total capital, measure not only “the capacity of [a] firm 
to meet interest payments” on bonds and preferred stock, but also 
the firm’s ability to “pay back the principal on outstanding debt.”12 
In personal finance, perhaps the most familiar variation on the 
theme of debt relative to income is the use of debt-to-income ratios 
in mortgage lending.  Not surprisingly, mortgage lenders are quite 
vigilant about ensuring their borrowers’ ability to repay home 
loans.  Mortgage lenders decide whether to finance home 
purchases on the basis of would-be borrowers’ prospective debt-to-
income ratios.  Using the two most familiar ratios of debt to income 
in home lending, the front-end and back-end ratios, I shall develop 
a pair of related measures of economic well-being through 
educational investment.  The ease with which a student can carry 
and retire educational debt after graduation may be the simplest 
measure of educational return on investment.  In order to define 
educational return on investment in terms of affordability, I shall 
define and explain two related ratios of educational debt to 
personal income.  Cosmetic differences aside, the educational back-
end ratio (EBER) and the ratio of educational debt to annual income 
(EDAI) are mathematically related measures of the ratio of 
educational debt to personal income.  I shall define both of these 
measures. 
Mortgage eligibility often depends on two debt-to-income 
ratios.13  The first of these ratios is the housing expense, or front-
 
 10. PAUL KRUGMAN & ROBIN WELLS, ECONOMICS 787 (2d ed. 2009). 
 11. Id. 
 12. ASWATH DAMODARAN, INVESTMENT VALUATION: TOOLS AND TECHNIQUES FOR 
DETERMINING THE VALUE OF ANY ASSET 51 (2d ed. 2002). 
 13. Basic consumer information on the use of front-end and back-end ratios 
in mortgage lending, for conforming mortgages as well as FHA loans, is readily 
available online at sites such as Bankrate, Investopedia, and Wikipedia.  See, e.g., 
Back-End Ratio, INVESTOPEDIA, http://www.investopedia.com/terms/b/back-
endratio.asp (last visited Dec. 28, 2011) [hereinafter Back-End Ratio]; Debt-to-Income 
Ratio, WIKIPEDIA, http://en.wikipedia.org/wiki/Debt-to-income_ratio (last visited 
Dec. 28, 2011); Front-End Ratio, INVESTOPEDIA, http://www.investopedia.com 
/terms/f/front-endratio.asp (last visited Dec. 28, 2011) [hereinafter Front-End 
4
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end, ratio.  The front-end ratio shows how much of the borrower’s 
gross monthly income would go to the entire mortgage payment, 
including principal, interest, taxes, and insurance (PITI).14  Many 
lenders cap the front-end ratio at 28%.15  In other words, the 
monthly payment on a house, including all components of PITI, 
should not exceed 28% of gross monthly income.  The 28% limit 
on the front-end ratio is the standard cap on housing-related debt 
under conforming mortgages.  The Federal Housing Authority 
(FHA), by contrast, will extend credit to qualifying borrowers 
whose front-end ratio may be as high as 31%.16 
The back-end ratio, by contrast, measures the total ratio of all 
debts to gross income.17  It shows how much of the borrower’s gross 
income is committed to retiring debt obligations, including a 
mortgage, car loans, child support and alimony, consumer debt, 
and student loans.18  In underwriting conforming loans, most 
mortgage lenders will not allow the back-end ratio to exceed 36%.19  
True to its mandate to promote homeownership among a broader 
spectrum of Americans, the FHA will allow a back-end ratio as high 
as 43%.20 
The spread between the front-end and back-end ratios in 
mortgage lending provides a basis for extrapolating the maximum 
amount of educational debt that a student should incur.  Although 
homeownership does not carry talismanic value as the lone badge 
 
Ratio]; How Much House Can You Buy?, BANKRATE.COM, 
http://www.bankrate.com/finance/mortgages/how-much-house-can-you-buy--
1.aspx (last visited Dec. 28, 2011).  For in-depth analysis of conventional and FHA 
home lending, see generally DAVID SIROTA, ESSENTIALS OF REAL ESTATE FINANCE 
130–43 (12th ed. 2009) (conforming loans); id. at 144–55 (FHA loans). 
 14. Front-End Ratio, supra note 13. 
 15. One Hundred Questions & Answers About Buying a New Home, U.S. DEP’T OF 
HOUS. AND URBAN DEV., http://portal.hud.gov/hudportal/HUD?src=/program 
_offices/housing/sfh/buying/buyhm (last visited Dec. 28, 2011) [hereinafter 
HUD, Questions & Answers]. 
 16. Letter from David H. Stevens, Asst. Sec’y for Hous., Fed. Hous. Comm’r, 
to All Approved Mortgagees (July 30, 2009), available at http://www.hud.gov/ 
offices/adm/hudclips/letters/mortgagee/files/09-23ml.doc (“To be eligible 
under FHA-HAMP, the front end debt to income ratio must be as close as possible 
[to], but not less than, 31 percent.”). 
 17. Back-End Ratio, supra note 13. 
 18. Id. 
 19. HUD, Questions & Answers, supra note 15. 
 20. Homeownership Center Reference Guide: Debt-to-Income Ratio, U.S. DEP’T HOUS. 
& URBAN DEV., http://portal.hud.gov/hudportal/HUD?src=/program_offices 
/housing/sfh/ref/sfhp2-12 (last visited Dec. 28, 2011) [hereinafter HUD, 
Homeownership Center]. 
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of economic success in American society,21 the so-called American 
dream carries sufficient cultural weight to justify the use of 
mortgage lending criteria as a starting point for evaluating 
educational debt.  The point is blunt and stark.  Anyone whose 
debt is deep enough to create payment obligations that exceed the 
spread between mortgage lenders’ maximum permissible front-end 
and back-end ratios will not be able to buy a house on credit.  A 
student who holds standard, middle-class expectations in 
contemporary American culture would probably find it reasonable, 
at an absolute minimum, to pause and think before incurring a 
level of debt that forecloses future homeownership.  This is true 
even of educational debt. 
The difference in percentage points between a mortgage 
lender’s maximum front-end ratio and its maximum back-end ratio 
defines the limit on the total amount of nonhousing-related debt 
that an aspiring homeowner may carry.  To qualify for a 
conforming mortgage whose monthly PITI equals 28% of monthly 
gross income, a prospective homeowner must keep all other forms 
of debt service at or below 8% of monthly gross income in order to 
meet the 36% cap on back-end ratio.  Assuming the absence of car 
loans and every other form of consumer debt, that would-be 
homeowner can spend no more than 8% of monthly gross income 
to service educational debt. 
The 8% gap between the front-end and the back-end ratios on 
conforming mortgages represents merely one possible limit on 
educational borrowing.  The FHA’s spread between front- and 
back-end ratios is 31% versus 43%, or 12%.22  Similarly, the 
National Association of Realtors’ Housing Affordability Index 
suggests that a would-be homeowner may be able to carry a slightly 
higher load of educational debt.23  The Housing Affordability 
Index defines “qualifying income” as four multiplied by twelve 
 
 21. But see I.R.C. § 163(h)(3) (2011) (establishing the deductibility of interest 
paid on acquisition and home equity indebtedness on a taxpayer’s qualified 
residences). 
 22. HUD, Questions & Answers, supra note 15. 
 23. The National Association of Realtors provides extensive information on 
the Housing Affordability Index at Affordable Housing Real Estate Resource: Housing 
Affordability Index, NAT’L ASS’N REALTORS, http://www.realtor.org/research 
/research/housinginx (last visited Dec. 28, 2011).  The methodology underlying 
this index is described at Methodology for the Housing Affordability Index, NAT’L ASS’N 
REALTORS, http://www.realtor.org/research/research/hameth (last visited Dec. 
28, 2011). 
6
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times monthly gross income.24  Accounting for the multiplier of 
twelve as an accommodation of the ratio of months to one year 
implies a front-end ratio of one divided by four, or 25%.  The 
difference between this front-end ratio of 25% and the standard 
back-end ratio of 36% on conforming mortgages suggests that 
service on educational debt may run as high as 11% of monthly 
gross income. 
These measures of housing affordability (or at least of 
eligibility to borrow money for a home purchase) suggest that 
educational debt, at most, should fall in a range between 8% and 
12% of monthly gross income.  By analogy to mortgage lending’s 
limit on total indebtedness, I propose that this limit on educational 
debt be called the educational back-end ratio (EBER).  The alternative 
of designating this measure as the ratio of educational debt service to 
income (EDSI) is arguably even more descriptive. 
As an expression of the relationship of educational debt to 
income, EBER is not as immediately recognizable as another 
common yardstick for ensuring adequate economic return on 
educational investment.  Mark Kantrowitz, founder of finaid.org, 
suggests this “rule of thumb”: educational debt should never 
exceed starting annual salary.25  Ideally, Mr. Kantrowitz advises, 
debt should be no more than half of the borrower’s annual salary 
after graduation.26  This approach implies a slightly different 
method of expressing the relationship between debt and salary.  
The ratio of educational debt to income, in this view, should be 
expressed as the ratio of total educational debt to a full year’s gross 
income.  I propose the abbreviation EDAI, after the ratio of 
educational debt to annual income. 
The educational back-end ratio (or more specifically, monthly 
debt service divided by monthly gross income) and the ratio of 
educational debt to annual salary are mathematically related in the 
sense that they vary from each other by a fixed proportion.  Let us 
begin by defining each of these ratios: 
 
(1.1) Educational back-end ratio (EBER) =  
 
 
 24. Formulas Used to Calculate the Housing Affordability Index (HAI), NAT’L ASS’N 
REALTORS, http://www.realtor.org/research/research/housinginx (follow “HAI 
Formulas” hyperlink) (last visited Dec. 28, 2011).  
 25. See Simon, supra note 5. 
 26. Id. 
7
Chen: A Degree of Practical Wisdom: The Ratio of Educational Debt to In
Published by Mitchell Hamline Open Access, 2012
  
1192 WILLIAM MITCHELL LAW REVIEW [Vol. 38:3 
 
 





The relationship between periodic debt service and the total 
principal on that debt is expressed by the annuity formula used to 





where A represents the periodic payment, P represents the 
principal, r represents the periodic interest rate in the form 1 + i, 
and n represents the number of payment periods.27  Restating the 




 (1.3a)  
 
 
 An understanding of r is crucial to the proper application of 
the annuity formula.  Assume that effective period interest rate on 
a loan is represented by the variable i.  We should exercise some 
care in deriving the monthly interest rate i (and, by extension, in 
deriving r as 1 + i) from an annual percentage rate (APR).28  The 
symbol i represents the monthly interest rate that must be 
compounded over twelve monthly periods to reach a particular 
APR.  I will designate APR by the simpler variable a.  Although it 
may be tempting to calculate i by dividing a by twelve, this shortcut 
 
 27. For the derivation of the annuity formula, see Amortization Calculator, 
WIKIPEDIA, http://en.wikipedia.org/wiki/Amortization_calculator (last visited 
Dec. 28, 2011).  If only because the imaginary mathematical constant i 
(representing the imaginary square root of negative one) appears alongside 
Euler’s constant, e, in the formula known as Euler’s identity, eiπ – 1 = 0, I will take 
pains to emphasize that all instances of i in this paper refer to a real variable 
representing an interest rate and not the imaginary mathematical constant. 
 28. See 12 C.F.R. § 226.14 (2011) (“The annual percentage rate is a measure 
of the cost of credit, expressed as a yearly rate.”). 
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systematically overstates the value of i and r.  In very precise terms, 
the monthly rate i may be derived from a as one subtracted from 
the twelfth root of the sum of a and one: 
 
 
 (1.4a)  
 
 
 (1.4b)  
 
 
 Euler’s constant, e, is approximately 2.718 and serves the base 
for natural logarithms.  One method for determining e offers a less 
awkward way of computing i as the periodic rate whose 
compounding each month yields the annual percentage rate a. 
 
 





 (1.4d)  
 
 




 (1.4e)  
 
 
 (1.4f)  
 
 
 (1.4g)  
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 Using Euler’s constant, e, to approximate i also enables us to 
restate the annuity formula in equations 1.3 and 1.3a in more 
manageable terms of the periodic interest rate (i) and the number 
of repayment periods (n).  From equations 1.4e through 1.4h, it 
should be evident that the effect of compounding i over n periods 
may be approximated as a power of e: 
 
 
 (1.4i)  
 
 
Substituting this approximation into the annuity formula, as 
expressed in equation 1.3a, enables us to approximate annuity 
payment A in relatively simple terms of principal amount P: 
 
 
 (1.3b)  
 
 
 A worked example may clarify the relationship between a, i, 
and r.  A law student in 2011 may be able to borrow money for 
tuition at a fixed annual rate of 6%, payable over twenty-five years.  
If the annual rate a is 6%, the monthly rate i would not equal 
exactly 0.005, based on the simple arithmetic operation 0.06 ÷ 12, 
because reaching the annual percentage rate of 6% requires the 
compounding of 1 + i over twelve monthly periods.  Applying 
equation 1.4b calculates i as            , or approximately 0.00487.  The 
more elegant approximation provided by equation 1.4h places the 
value of i at ln (1.06) / 12, or roughly 0.00486. 
 Let us revisit the annuity formula expressed in equation 1.3.  
Algebraic rearrangement of equation 1.3 allows us to express 
principal P in terms of periodic payment A: 
 
 
 (1.5)  
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 (1.5a)  
 
We may likewise approximate principal amount P in terms of 
annuity payment A through the exponentiation of Euler’s constant 






 These formulas now enable us to recast the definition of the 
educational back-end ratio and the ratio of educational debt to 
annual income in simple mathematical terms: 
 
 




 (1.7)  
 
 
where A represents the monthly payment, P represents the loan 
principal, and S represents annual salary. 
 Conversion of EBER to EDAI and vice versa is simply a matter 
of substituting the annuity formula for amortizing a loan worth P 
through periodic payments of A.  Applying equation 1.3, which 
expresses principal P in terms of periodic payment A, enables us to 
convert monthly EBER to annual EDAI: 
  
 
 (1.8)  
 
 
Equations 1.8a and 1.8b accomplish the same result using i (see 
equation 1.3a) and the logarithmic approximation of rn as ein (see 




Chen: A Degree of Practical Wisdom: The Ratio of Educational Debt to In
Published by Mitchell Hamline Open Access, 2012
  
1196 WILLIAM MITCHELL LAW REVIEW [Vol. 38:3 
 
 




 (1.8b)  
 
 
Conversely, applying equation 1.5, which expresses periodic 




 (1.9)  
 
 
Again, straightforward substitution of i as the equivalent of r – 1 
(equation 1.5a) and of ein as an approximation of rn (see equation 
1.3b) enables us to express this conversion formula in ways that 
may be easier to remember and apply: 
 
 




 (1.9b)  
 
 
Equations 1.8, 1.8a, and 1.8b and 1.9, 1.9a, and 1.9b may be more 
readily understood as defining a pair of multipliers.  As I have 
already noted, a law student borrowing tuition money in 2011 may 
expect to repay that educational loan at 6% interest over twenty-five 
years.  Defining r as        or as 1 + ln (1.06) / 12 and n as 300, all 
within equations 1.3, 1.5, 1.8, and 1.9 give us multipliers for 
converting monthly EBER to annual EDAI, and vice versa. 
 I have assumed that the 2011 market for law school loans will 
enable students to borrow at a fixed APR of 6% and to repay over a 
term of twenty-five years.  On these assumptions, the multiplier for 
converting monthly EBER to annual EDAI is approximately 13.13.  
12
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Its reciprocal, or 0.07615, is the multiplier that enables us to 
convert annual EDAI to monthly EBER.  The tables in Appendix A 
calculate the EBER-to-EDAI and EDAI-to-EBER multipliers for 
converting between these monthly and annual ratios (and vice 
versa) over a wide range of interest rates and amortization periods.  
Appendix B calculates those same multipliers using the more 
convenient shortcut reflected in equations 1.8b and 1.9b.  By either 
method of calculation, EBER-to-EDAI conversion ratios range from 
less than four for high-interest loans (12%) repayable within five 
years to nearly twenty for loans whose terms are comparable to 
those of mortgages: thirty-year amortization at a fixed APR of 3%.  
As interest rates increase, the resulting reduction in the 
affordability of debt service will drive down the corresponding 
EBER-to-EDAI multiplier.  The 13.13 multiplier that prevails under 
current conditions is well within the four to twenty range reflected 
in these tables. 
 In order to reduce needless complexity, I propose using less 
awkward multipliers.  Given the variability of interest rates and the 
inescapable imprecision of this exercise, I believe that it is enough 
to express these ratios of educational debt to income in rough but 
mentally manageable terms.  The EBER-to-EDAI and EDAI-to-
EBER conversion tables suggest erring on the side of caution, lest 
my projections prove too optimistic should interest rates rise in the 
future.  I therefore recommend lowering the EBER-to-EDAI 
multiplier from 13.13 to a more manageable 12.5.  To convert the 
EBER (of monthly debt service to monthly income) to the ratio of 
total EDAI, multiply by 12.5.  To convert the annual EDAI ratio to 
its monthly EBER equivalent, either divide by 12.5 or multiply by 
0.08. 
 With these tools in hand, I now set out to define the EBER and 
EDAI levels that characterize ideal, good, and adequate ratios of 
educational debt to post-graduation salary.  I begin with the 
maximum spreads between front-end and back-end ratios in 
mortgage lending.  Recall that lenders offering conforming 
mortgages will typically tolerate no more than an 8% spread 
between front-end and back-end ratios (28% versus 36%).29  The 
12% spread implicit in the guidelines on FHA mortgages (31% 
versus 43%) suggests slightly more room for homebuyers who 
 
 29. HUD, Questions & Answers, supra note 15. 
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qualify for these federally subsidized loans.30  If, as I have already 
asserted, these spreads suggest the outward limits on the ratio of 
educational debt service to monthly income, then EBER should be 
no more than 0.08, or 0.12 under the more relaxed lending 
standards on FHA mortgages.  EBER levels of 0.08 and 0.12 
correspond, respectively, to EDAI levels of 1.0 and 1.5.  In other 
words, approaching the question of appropriate educational debt 
from the perspective of mortgage lending suggests that total 
educational debt ordinarily should not exceed annual gross 
income, and at an extreme should not be more than one and a half 
times as high as annual gross income. 
 Approaching the issue by converting Mark Kantrowitz’s 
guidelines for total educational debt yields similar answers.  Recall 
that the founder of finaid.org has suggested that educational debt 
should not exceed starting annual salary.31  Ideally, Mr. Kantrowitz 
advises, debt should be no more than half of the borrower’s annual 
salary after graduation.32  These EDAI levels correspond to ratios of 
monthly educational debt service to gross income that reflect the 
EBER analysis I have just conducted.  An EDAI of 1.0—total 
educational debt equal to annual income—is equivalent to an 
EBER of 0.08.  At Mr. Kantrowitz’s preferred EDAI of 0.5, the 
corresponding EBER is 0.04.  At 1.5, an EDAI level that is 50% 
higher than Mr. Kantrowitz’s benchmark ratio, EBER reaches 0.12, 
the spread between the front-end and back-end ratios that mark 
the limits on FHA mortgage lending. 
 The following table defines marginal, adequate, and good 
levels of educational debt, as related to monthly or annual income, 
on 2011 conditions assuming student indebtedness that can be 
amortized over twenty-five years at a fixed APR of 6%: 
  
 
 30. Letter from David H. Stevens, supra note 16; HUD, Homeownership Center, 
supra note 20.  
 31. See Simon, supra note 5. 
 32. See id. 
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Financial viability 
EBER (educational 
back-end ratio, or 
the ratio of monthly 
educational debt 
service to monthly 
gross income) 
EDAI (educational 
debt to annual 
income) 
Good 0.04 0.5 
Adequate 0.08 1.0 
Marginal 0.12 1.5 
  
In order to demonstrate the real-world effect of these ratios, I will 
offer some real numbers from my law school (the University of 
Louisville) and the job market that most of my students face 
(Louisville and greater Kentucky). 
Law school tuition at the University of Louisville for academic 
year 2011–12 is projected to be $16,536 for Kentucky residents and 
$31,948 for out-of-state students.33  We project the total cost of 
attendance for in-state students to be $35,488.34  Out-of-state 
students can expect to pay $50,900 in total cost.35  By national 
standards, these are low tuition and cost figures.  Annual private 
law school tuition can reach or even exceed $48,000.36  Some 
schools offer financial aid packages that are contingent on the 
maintenance of grade point averages that will fall, by the simple 
mathematical realities of grade distributions, outside the reach of 
most students.37  At those schools, financial aid for many students is 
tantamount to a first-year discount, followed by a two-year 
commitment to pay full fare. 
 
 33. See Cost of Attendance, UNIV. OF LOUISVILLE: BRANDEIS SCH. OF LAW, 
http://www.law.louisville.edu/admissions/cost-attendance (last visited Dec. 28, 
2011). 
 34. Id. 
 35. Id. 
 36. See Best Law Schools: What Are the Priciest Private Law Schools?, U.S. NEWS & 
WORLD REPORT, http://grad-schools.usnews.rankingsandreviews.com/best-
graduate-schools/top-law-schools/private-cost-rankings (last visited Dec. 28, 2011). 
 37. See David Segal, Law Students Lose the Grant Game as Schools Win, N.Y. TIMES, 
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By any measure, the University of Louisville offers a great 
bargain in legal education.  A Kentuckian may well pay less in 
tuition for a law degree from the University of Louisville than she 
or he would pay for a single year at a private institution.  A student 
from Kentucky pays significantly less in total cost of attendance for 
a single year than she or he might pay for tuition alone at a private 
school. 
Law school affordability, however, hinges on more than tuition 
or even the full cost of attendance.  This is the point I have stressed 
throughout this article.  Almost all students borrow money in order 
to attend law school.  Moreover, because legal education represents 
an investment in future earning capacity, students would do well to 
assess their future ability to repay that debt through earnings in 
law-related employment. 
Law student debt varies widely.  It is quite typical for University 
of Louisville students to leave law school with roughly $50,000 in 
debt from legal education alone.  American undergraduates 
receiving their degrees in 2010 owed an average of $25,250.38  
Students stacking law school debt on top of debt from their 
undergraduate degrees may therefore find themselves indebted as 
much as $75,000.  We compare very favorably with private law 
schools, whose graduates routinely incur $100,000 or more in law 
school debt alone.  Total educational debt burdens borne by 
students who have spent seven or more years in private universities 
can reach $150,000 or even $200,000.39 
Lawyers’ salaries do vary.  A prospective law student is well 
advised to be conservative in estimating future earnings.  The 
National Association for Law Placement estimates that recent law 
school graduates, nine months after graduation, earn an average of 
$68,500, albeit less (roughly $50,000) in public sector jobs.40  These 
are national figures; Kentucky public defenders, for instance, quite 
 
 38. See Press Release, The Project on Student Debt, Average Student Debt 
Tops $25,000 for Class of 2010 in Tough Job Market (Nov. 3, 2011), available at 
http://projectonstudentdebt.org/files/pub/Student_Debt_and_the_Class_of_201
0_NR.pdf; Tamar Lewin, College Graduates’ Debt Burden Grew, Yet Again, in 2010, 
N.Y. TIMES, Nov. 2, 2011, http://www.nytimes.com/2011/11/03/education 
/average-student-loan-debt-grew-by-5-percent-in-2010.html. 
 39. Graduates of private law schools may enter the workforce with $150,000 of 
debt.  See Koppel, supra note 6 (Northwestern graduates); Mangan, supra note 8 
(Vanderbilt graduates). 
 40. See Occupational Outlook Handbook, 2010-11 Edition: Lawyers, BUREAU OF 
LABOR STATISTICS, http://www.bls.gov/oco/ocos053.htm (last modified June 7, 
2011) (citing the National Association for Law Placement). 
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typically earn roughly $36,000 in their first year on the job.41  To be 
safe, a prospective law student should project affordability at three 
different salary levels: $3,000, $4,000, and $5,000 in gross income 
per month.  These monthly levels correspond to annual salaries of 
$36,000, $48,000, and $60,000, which are very realistic entry-level 
figures (at least in Kentucky), respectively, for public sector work, 
law-related work in private business, and private legal practice. 
Repayment terms on law school loans vary widely, but I will 
assume the terms that I have applied throughout this article.  A 
prospective student should expect to repay her or his law school 
debt at 6% interest over a twenty-five-year schedule beginning at 
graduation.  Students who have borrowed to finance an 
undergraduate degree and three years of legal study at the 
University of Louisville may well carry $75,000 in educational debt.  
At 6% fixed interest over twenty-five years, this debt level generates 
a monthly payment of $483.23.  If this loan payment went toward a 
mortgage instead of educational debt, it would yield a front-end 
ratio of 16.1% on $3,000 in monthly salary, 12.1% on $4,000, and 
9.7% on $5,000. 
The front-end ratio shows the importance of the lower tuition 
and lower debt load borne by University of Louisville graduates.  If 
she or he had attended private schools throughout the course of 
higher education, the same public defender earning $3,000 before 
taxes each month would face a crushing 32.2% front-end ratio on 
the $966.45 monthly payment needed to retire $150,000 in 
educational debt over twenty-five years.  Switching to the back-end 
ratio does very little to help this hypothetical government lawyer; 
the educational debt load leaves less than $120 per month toward 
house payments. 
Perhaps the best way of assessing law school affordability is to 
gauge the ease (or difficulty) with which a young lawyer can 
simultaneously defray educational debt and buy a house.  Imagine 
a rookie lawyer who hopes to buy a house worth $100,000 with 10% 
down and a thirty-year mortgage.  A fixed-rate thirty-year mortgage 
 
 41. See Letter by Edward C. Monahan, Ky. Dep’t of Pub. Advocacy, to Jim 
Bunning, U.S. Senator (May 15, 2009), available at http://dpa.ky.gov/NR 
/rdonlyres/946DAB16-7E2E-4570-B077-43351AC8D369/0 
/BunningLetterJohnRJusticeActMay152009.pdf (“Kentucky’s public defenders 
start at a salary of $38,770.”); Jason Riley, Public Defenders in State Stretched Thin 
Despite Hirings, COURIERJOURNAL.COM (Oct. 24, 2006), http://www.nlada.org/DMS 
/Documents/1161700462.76/1008 (“The starting salary is $37,522 a year.”). 
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can be had in the 2011 market at 4.5% or less.42  A disciplined 
savings plan of $100 per month at 2% interest (probably the 
extreme upper bound on return on cash savings) will generate 
$10,000 within eight years, with perhaps a little extra for moving 
expenses.  Higher monthly savings and/or a greater return on 
savings will shorten that period.  The question remains whether 
ongoing educational debt payments will allow this hypothetical 
lawyer to buy a $100,000 house. 
Assume, conservatively, that this lawyer will receive a starting 
salary of $36,000 per year and will not receive raises beyond the 
background inflation rate.  The mortgage lender will demand that 
the borrower’s back-end ratio not exceed 36% of $3,000, which 
translates to a ceiling of $1,080 on all debt.  The projected $483.23 
monthly payment on $75,000 in educational debt leaves just under 
$600 in additional indebtedness.  ($3,000 times 36%, minus 
$483.23, yields $596.77.)  My hypothetical public defender earning 
$36,000 a year can just barely afford monthly housing payments of 
$600.  But $600 must cover PITI; calculating the principal-and-
interest portion alone will help us assess whether a $100,000 house 
is in reach.  If we assume, with good reason, that taxes and 
insurance will represent roughly 20% of PITI, the principal-and-
interest portion of a monthly mortgage payment will be $480 (80% 
of $600).  A $90,000 mortgage, repaid over thirty years at 4.5% 
interest, requires monthly amortization of $456.  A total monthly 
payment of $570, covering all aspects of PITI, brings total debt 
service to $1,053 per month.  The resulting back-end ratio is 35.1%, 
a mere hair under the 36% threshold. 
The bottom line is positive, but precariously so.  The relatively 
low cost of legal education at the University of Louisville does 
enable a young lawyer who earns $36,000 per year to own a 
$100,000 home.  It is a dream that cannot happen for a similarly 
situated graduate from a private school; six-digit educational debt 
will extinguish this dream.  But the margin for error is razor thin, 
and even the slightest disturbance in the economic assumptions 
that make this story possible (such as the realization of obligations 
to pay consumer debt, alimony, or child support) will push this 
 
 42. A November 4, 2011, search on http://www.bankrate.com for thirty-year 
fixed-rate mortgages in Louisville, Kentucky, yielded the following results.  A 
prospective homebuyer in Louisville could secure a $100,000 loan with 5% down 
for 4.20% to 4.55% fixed interest over a thirty-year payment schedule.  Increasing 
the down payment to 20% shifted available loans to a range of 3.96% to 4.55%. 
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dream that much closer to the brink.  Law schools must continue 
their commitment to keep legal education affordable and to keep 
the dreams of a good, complete life within the reach of all 
graduates. 
This analysis lends itself to a more generalized formula for 
prospective students at any law school.  Perhaps the simplest 
measure of whether a student can afford law school is to project the 
ratio of future annual income to total law school debt.  The most 
conservative assumption is that law school debt will equal three 
times tuition.  I am presuming that students enter law school with 
no other indebtedness—no undergraduate loans, no consumer 
loans, no outstanding debt of any kind.  I furthermore presume 
that students are able to fund the ordinary costs of living (housing, 
food, clothing, medical care) through savings, earnings during 
school, family support, or some combination of these resources.  
On these assumptions, the ratio of annual income to educational 
debt is simply the reciprocal of the EDAI formula of equation 1.7, 
with loan principal defined as annual tuition times three: 
 





Applying my earlier definitions of good, adequate, and 
marginal financial viability to this ratio generates three very simple 
rules of thumb.  To offer good financial viability, defined as a ratio 
of education debt to annual income no greater than 0.5, post-law 
school salary must exceed annual tuition by a factor of six to one.  
Adequate financial viability is realized when annual salary matches 
or exceeds three years of law school tuition.  A marginal, arguably 
minimally acceptable level of financial viability requires a salary 
that is equal to two years’ tuition.  The following table compares 
some tuition benchmarks with the salary needed to ensure the 
good, adequate, and marginal levels of financial viability identified 
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$16,000 $96,000 $48,000 $32,000 
$32,000 $192,000 $96,000 $64,000 
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APPENDIX A  
Tables for converting monthly educational back-end ratio (EBER) 
to the ratio of educational debt to annual income (EDAI), and vice 
versa, according to the standard conversion formulas identified in 





60 120 180 240 300 360 
3.00% 4.6423 8.6469 12.1012 15.0809 17.6513 19.8685 
3.50% 4.5870 8.4492 11.7010 14.4390 16.7443 18.6853 
4.00% 4.5329 8.2585 11.3208 13.8377 15.9065 17.6068 
4.50% 4.4798 8.0746 10.9593 13.2741 15.1316 16.6222 
5.00% 4.4278 7.8971 10.6154 12.7453 14.4141 15.7216 
5.50% 4.3769 7.7258 10.2882 12.2487 13.7488 14.8966 
6.00% 4.3270 7.5604 9.9765 11.7820 13.1312 14.1394 
6.50% 4.2781 7.4006 9.6796 11.3430 12.5571 13.4433 
7.00% 4.2301 7.2462 9.3966 10.9298 12.0229 12.8023 
7.50% 4.1831 7.0970 9.1266 10.5404 11.5251 12.2111 
8.00% 4.1371 6.9527 8.8690 10.1731 11.0607 11.6648 
8.50% 4.0919 6.8132 8.6230 9.8266 10.6270 11.1594 
9.00% 4.0476 6.6783 8.3880 9.4992 10.2215 10.6908 
9.50% 4.0042 6.5477 8.1634 9.1898 9.8418 10.2559 
10.00% 3.9615 6.4213 7.9487 8.8971 9.4859 9.8515 
10.50% 3.9197 6.2990 7.7432 8.6199 9.1520 9.4750 
11.00% 3.8787 6.1806 7.5466 8.3572 8.8383 9.1238 
11.50% 3.8385 6.0658 7.3582 8.1082 8.5434 8.7959 
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EDAI to 
EBER 
60 120 180 240 300 360 
3.00% 0.2154 0.1156 0.0826 0.0663 0.0567 0.0503 
3.50% 0.2180 0.1184 0.0855 0.0693 0.0597 0.0535 
4.00% 0.2206 0.1211 0.0883 0.0723 0.0629 0.0568 
4.50% 0.2232 0.1238 0.0912 0.0753 0.0661 0.0602 
5.00% 0.2258 0.1266 0.0942 0.0785 0.0694 0.0636 
5.50% 0.2285 0.1294 0.0972 0.0816 0.0727 0.0671 
6.00% 0.2311 0.1323 0.1002 0.0849 0.0762 0.0707 
6.50% 0.2337 0.1351 0.1033 0.0882 0.0796 0.0744 
7.00% 0.2364 0.1380 0.1064 0.0915 0.0832 0.0781 
7.50% 0.2391 0.1409 0.1096 0.0949 0.0868 0.0819 
8.00% 0.2417 0.1438 0.1128 0.0983 0.0904 0.0857 
8.50% 0.2444 0.1468 0.1160 0.1018 0.0941 0.0896 
9.00% 0.2471 0.1497 0.1192 0.1053 0.0978 0.0935 
9.50% 0.2497 0.1527 0.1225 0.1088 0.1016 0.0975 
10.00% 0.2524 0.1557 0.1258 0.1124 0.1054 0.1015 
10.50% 0.2551 0.1588 0.1291 0.1160 0.1093 0.1055 
11.00% 0.2578 0.1618 0.1325 0.1197 0.1131 0.1096 
11.50% 0.2605 0.1649 0.1359 0.1233 0.1170 0.1137 
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APPENDIX B  
Tables for converting monthly educational back-end ratio (EBER) 
to the ratio of educational debt to annual income (EDAI), and vice 
versa, according to the logarithmic conversion formulas detailed in 





60 120 180 240 300 360 
3.00% 4.6481 8.6575 12.1161 15.0995 17.6731 19.8930 
3.50% 4.5936 8.4613 11.7178 14.4597 16.7683 18.7121 
4.00% 4.5403 8.2721 11.3393 13.8604 15.9325 17.6356 
4.50% 4.4880 8.0894 10.9794 13.2985 15.1594 16.6527 
5.00% 4.4368 7.9132 10.6370 12.7712 14.4434 15.7536 
5.50% 4.3867 7.7431 10.3112 12.2761 13.7795 14.9299 
6.00% 4.3375 7.5787 10.0008 11.8107 13.1631 14.1738 
6.50% 4.2893 7.4200 9.7050 11.3729 12.5901 13.4786 
7.00% 4.2421 7.2666 9.4231 10.9606 12.0569 12.8385 
7.50% 4.1958 7.1184 9.1541 10.5722 11.5599 12.2479 
8.00% 4.1504 6.9750 8.8975 10.2058 11.0963 11.7023 
8.50% 4.1058 6.8364 8.6524 9.8601 10.6632 11.1974 
9.00% 4.0622 6.7023 8.4182 9.5334 10.2582 10.7293 
9.50% 4.0193 6.5725 8.1944 9.2246 9.8791 10.2948 
10.00% 3.9773 6.4469 7.9803 8.9325 9.5237 9.8908 
10.50% 3.9361 6.3253 7.7755 8.6558 9.1902 9.5145 
11.00% 3.8956 6.2075 7.5795 8.3937 8.8769 9.1636 
11.50% 3.8559 6.0934 7.3917 8.1451 8.5822 8.8359 
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EDAI to 
EBER 
60 120 180 240 300 360 
3.00% 0.2151 0.1155 0.0825 0.0662 0.0566 0.0503 
3.50% 0.2177 0.1182 0.0853 0.0692 0.0596 0.0534 
4.00% 0.2203 0.1209 0.0882 0.0721 0.0628 0.0567 
4.50% 0.2228 0.1236 0.0911 0.0752 0.0660 0.0601 
5.00% 0.2254 0.1264 0.0940 0.0783 0.0692 0.0635 
5.50% 0.2280 0.1291 0.0970 0.0815 0.0726 0.0670 
6.00% 0.2305 0.1319 0.1000 0.0847 0.0760 0.0706 
6.50% 0.2331 0.1348 0.1030 0.0879 0.0794 0.0742 
7.00% 0.2357 0.1376 0.1061 0.0912 0.0829 0.0779 
7.50% 0.2383 0.1405 0.1092 0.0946 0.0865 0.0816 
8.00% 0.2409 0.1434 0.1124 0.0980 0.0901 0.0855 
8.50% 0.2436 0.1463 0.1156 0.1014 0.0938 0.0893 
9.00% 0.2462 0.1492 0.1188 0.1049 0.0975 0.0932 
9.50% 0.2488 0.1521 0.1220 0.1084 0.1012 0.0971 
10.00% 0.2514 0.1551 0.1253 0.1120 0.1050 0.1011 
10.50% 0.2541 0.1581 0.1286 0.1155 0.1088 0.1051 
11.00% 0.2567 0.1611 0.1319 0.1191 0.1127 0.1091 
11.50% 0.2593 0.1641 0.1353 0.1228 0.1165 0.1132 
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